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INTRODUCTION 

The  Department  of  Social  and  Rehabilitation  Services  (SRS)  has  announced,  less 
than  two  months  after  adjournment  of  the  November  1993  special  session  of  the 
legislature,  that  it  will  not  be  necessary  to  implement  fiscal  1994  medicaid  service 
reductions  adopted  by  the  special  session.  The  special  session  approved  service 
cutbacks  totalling  $2.6  million  general  fund  and  $2.3  million  federal  funds  in  fiscal 
1994  and  $9.9  million  general  fund  and  $24.2  million  federal  funds  in  fiscal  1995. 
SRS  estimates  that  its  fiscal  1994  medicaid  costs  will  be  about  $4.2  million  general 
fund  ($17  million  total  funds)  lower  than  the  appropriation.  SRS  will  continue  to 
update  projections  to  determine  if  service  reductions  will  be  required  in  fiscal   1995. 

Three  other  agencies  administer  medicaid  services.  The  Department  of  Family 
Services  (DFS)  manages  residential  psychiatric  services  and  targeted  case  management 
for  developmentally  disabled  persons.'  The  Department  of  Corrections  and  Human 
Services  (DCHS)  administers  targeted  case  management  for  the  mentally  ill  and  state 
institution  services  that  are  medicaid  reimbursable.  Some  special  education  services 
funded  through  the  Office  of  Public  Instruction  (OPI)  are  eligible  for  medicaid 
reimbursement,  including  educational  costs  of  medicaid-eligible  children  placed  in 
residential  psychiatric  care  and  services  provided  to  medicaid  eligible  children  by 
public  schools  such  as  speech,  occupation,  and  physical  therapy.  The  general  fund 
match  (28.98  percent  in  fiscal  1994)  for  these  medicaid  services  is  budgeted  in  the 
administering  agency  while  all  matching  federal  funds  are  budgeted  in  SRS.  DCHS 
is  projected  to  recoup  $186,516  additional  federal  medicaid  revenue,  without 
incurring  additional  general  fund  costs.  DFS  is  projected  to  require  $2.3  million 
more  general  fund  to  support  estimated  medicaid  expenditures.  SRS  estimates  that 
OPI   will    submit   fewer   than    anticipated   medicaid-eligible    costs. 

SRS,  DFS,  and  OPI  have  provided  internal,  draft  estimates  of  fiscal  1994  medicaid 
cost  estimates  for  use  in  this  report.  SRS  will  submit  official  estimates  for  review 
by  the  Legislative  Finance  Committee,  as  directed  in  House  Bill  34,  as  additional 
expenditure  data  becomes  available.  Historically,  annual  medicaid  costs  are  between 
34  to  36  percent  complete  through  January,  when  58  percent  of  the  fiscal  year  has 
elapsed.  This  relationship  illustrates  the  lag  between  the  time  services  are  rendered 
and   the   date   claims   are   paid. 

This  report  summarizes  special  session  action,  reports  SRS  actions  with  respect  to 
those    policies,     compares     the    draft    medicaid    cost    estimates    for    fiscal     1994    to 


'Targeted    case    management    for    developmentally    disabled    persons    is    transferred    to    SRS    in 
fiscal    1995. 
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appropriations,  and  raises  issues  in  relation  to  the  status  of  other  agencies'   medicaid 
services. 


SPECIAL   SESSION   ACTION 


Table  1  shows  special  session  action  for  SRS  which  reduced  SRS  general  fund 
appropriations  by  2.2  percent  in  fiscal  1994  and  7.6  percent  in  fiscal  1995.  The 
most  significant  cutback,  $20.9  million  total  funds  over  the  biennium,  limited 
services  for  medically  needy  recipients  to  preventive  and  some  primary  care.  The 
second  largest  reduction,  $10.5  million  total  funds  in  fiscal  1995,  was  made  in 
anticipation  of  slowing  in  the  rate  of  increase  in  medicaid  costs.  The  balance  of 
appropriation  reductions  was  due  to  raising  co-payments  and  co-insurance  for 
medicaid  services  and  adoption  of  cost  containment  measures.  Each  special  session 
action  included  in  Table  1  is  discussed  in  more  detail  on  pages  B-7  through  B-13 
of  the   LFA   November    1993    Special   Session   Appropriations   Report. 


TABLE  1 

Medicaid  Service  Reductions  Approved  by  the  November  1993  Special  Session 

Fiscal  1994 

Fiscal  1995 

Special  Session  Action 

General  Fund  Other  Funds 

Total        General  Fund  Other  Funds 

Total           1 

Limit  Medically  Needy  Services  to  Preventive 

($2,196,397) 

($1,382,613)  ($3,579,010) 

($5,050,531)  ($12,287,372)  ($17,337,903)  | 

Reduce  Primary  Care  Growth  Rat£ 

0 

0 

0 

(2,977,848) 

(7,536,280) 

(10,514,128) 

Eliminate  Adult  Dentures  and  Limit  Dental  Services 

(295.262) 

(723,584) 

(1,018,846) 

(692,192) 

(1,684,025) 

(2,376,217) 

Implement  a  Drug  Formulary 

0 

0 

0 

(233,520) 

(568,128) 

(801,648) 

Federal  Funding  for  Immunizations 

0 

0 

0 

(220,000) 

(535,235) 

(755,235) 

Increase  Co-insurance  on  Inpatient  Hospital  Stays 

(52,888) 

(129.611) 

(182,499) 

(159,432) 

(388,819) 

(54S,251) 

Managed  Care  Savings 

0 

0 

0 

(160,003) 

(289.269) 

(449.272) 

Utilization  Review  Savings 

0 

0 

0 

(130,000) 

(316.275) 

(446,275) 

Increase  Co-payments  to  Maximum 

(40,418) 

(99,050) 

(139,468) 

(93,635) 

(227,803) 

(321,438) 

Capitate  Adult  Mental  Health 

50.(X)0 

50,000 

100,000 

(69,404) 

(200.609) 

(270,013) 

Increase  Family  Co-payment  Lunit 

(15,475) 

(37,935) 

(53,410) 

(31.506) 

(75.293) 

(106,799) 

Increase  Pharmacy  Co-payment 

(9.032) 

(22,135) 

(31,167) 

(18.389) 

(43,945) 

(62,334) 

Fixed  Costs  -  Computer  Processing  and  Rent 

(27,271) 

(12,667) 

(39,938) 

(24.933) 

(12,575) 

(37,508) 

Shared  Housing  -  At-risk  Day  Care 

0 

(704) 

(704) 

0 

(2.831) 

(2,831) 

Implement  Welfare  Reform 

35,000 

35,000 

70,000 

(35.000) 

(35,000) 

(70,000) 

State  Fund  Cost  Allocation 

Q 

8.695 

8.695 

Q 

17.490 

17.490 

Total  Reductions 

($2,551,743) 

($2,314,604)  ($4,866,347) 

($9,896,393)  ($24,185,969)  ($34,082,362) 

Pages  B-7  through  B-13  of  the  LFA  November  1993  Special  Session  Appropriations  Report  1995  Biennium  describe  each  of  these  changes. 


SRS  implemented  changes  in  co-payments  and  co-insurance.  The  levels  requested 
in  the  Executive  Budget  and  approved  by  the  legislature  raise  Montana  medicaid 
program  co-payments  to  nearly  the  highest  in  the  nation.^  SRS  is  working  with 
the    University   of  Montana   to    develop   a   drug    formulary    for   use   in   fiscal    1995.^ 

SRS  is  continuing  to  enroll  providers  and  clients  in  managed  care  programs,  first 
approved  during  the  1991  Legislature.  Medicaid  clients  either  choose  or  are 
assigned  to  a  primary  care  physician  who  monitors  their  care  and  authorizes  hospital 


^Federal    regulations    establish    limits    for   co-payments    anci    co-insurance. 

'a    (Jrug    formulary    is    a    preferred    list    of    ingredients    that    maximize    the    healing    benefits    of 


drugs. 


admissions  and  referrals  to  other  doctors.  Managed  care  was  first  implemented  for 
the  AFDC  (aid  to  families  with  dependent  children)  population  and  extended  to  SSI 
(supplemental  security  income)  medicaid  recipients  after  the  1993  Legislature.  As 
of  March  1,  1994,  272  individual  providers  in  14  counties'*  and  24,512  (31.8 
percent)  of  the  77,085  eligible  medicaid  recipients  (as  of  January  1994)  are  enrolled. 
During  March,  the  managed  care  program  will  be  implemented  in  three  additional 
counties—Custer,  Jefferson,  and  Park—and  SRS  estimates  that  an  additional  2,260 
medicaid  recipients  will  be  enrolled  in  April.  The  managed  care  program  is 
available  in  all  urban  counties  except  Cascade  County.  While  a  sufficient  number 
of  Cascade  County  physicians  have  indicated  a  willingness  to  serve  medicaid-eligible 
children,  managed  care  cannot  be  implemented  because  there  are  too  few  providers 
willing   to   serve   adult   medicaid  recipients. 

SRS  is  developing  two  other  managed  care  programs.  One  is  being  developed  for 
physical  health  services,  an  HMO  (health  maintenance  organization)  managed  care 
alternative,  and  will  co-exist  with  the  primary  care  physician  fee-for-service  model. 
SRS  is  also  developing  a  managed  care  contract  for  mental  health  services  for 
adults  (children's  services  will  be  phased  in  later).  Under  the  two  new  managed 
care  contracts,  providers  will  be  paid  a  fixed  monthly  fee  that  covers  specified 
services  for  each  enrolled  medicaid  client.  SRS  is  working  with  advisory  groups 
in  the  development  of  the  plans  and  some  mental  health  services  administered  and 
funded  by  DCHS  may  be  combined  in  the  mental  health  managed  care  contract. 
House  Bill  33,  passed  by  the  special  session,  requires  that  SRS  present  the 
proposed  managed  care  plans  to  the  Legislative  Finance  Committee  for  its  review 
and   comment. 


MEDICAID   COSTS 

SRS  is  projecting  that  House  Bill  2  appropriations  will  be  adequate  to  fund 
medicaid  services  administered  by  SRS  in  fiscal  1994.  Internal,  draft  SRS  medicaid 
cost  projections,  based  on  claims  paid  through  January  1994,  are  compared  to  the 
fiscal    1994   House   Bill   2   appropriation   in   Table   2.^ 

Table  2  shows  appropriations  for  medicaid  made  by  the  1993  regular  session 
compared  to  the  draft,  revised  projections  made  by  SRS  and  the  difference  between 
those  two  amounts.  Funding  for  the  revised  projection  is  compared  to  the  SRS 
appropriations    after    special    session    reductions    and    the    general    fund    difference    is 


"•The  following  counties  have  managed  care  programs:  Carbon,  Dawson,  Deer  Lodge, 
Flathead,  Gallatin,  Hill,  Lake,  Lewis  and  Clark,  Missoula,  Ravalli,  Silver  Bow,  Stillwater,  Teton,  and 
Yellowstone. 

'House  Bill  34  requires  SRS  to  submit  medicaid  projections  to  the  Legislative  Finance 
Committee  for  its  review.  However,  the  bill  does  not  specify  when  those  projections  must  be 
submitted. 


shown.  The  special  session  did  not  reduce  medicaid  appropriations  for  services 
administered  by  other  agencies,  so  the  allocation  of  the  appropriation  for  other 
agencies    is    the   general    fund    appropriation    made   by    the    1993    Legislature. 


These  appropnabooB  Lnclude  state  special  revenue  in  the  other  fimda  category.  State  spedal  revenue  oQseta  the  general  fund  match  requirement. 

Pninary  care  Lncludea  $6.7  million  of  property  tax  revenue  from  counDes  where  the  state  has  ajsumed  administration  of  pubbc  assistance  programs. 

The  skilled  nursing  -  non  DCHS  other  funds  appropriation  includes  $1.61  million  state  special  revenue  from  bed  tax  proceeds. 
"The  appropnation  for  youth  psychiatric  services  does  not  include  the  $2  miUion  biennial  general  fund  appropriation  made  by  the  legislature  for  the 

development  of  services  to  replace  or  prevent  inpatient  hospital  youth  psychiatric  services.  DFS  provided  the  cost  estimate  for  services. 
••"The  OPI  appropnation  represents  one-half  of  a  biennial  appropnatioa.  Funds  not  expended  for  medicaid  services  are  distributed  to  schools  to  support 

other  speaal  educauon  costs. 


TABLE  2 

Comparison  of  SRS  and  DFS  Medicaid  Cost  Estimates  to  Appropriations  for  Fiscal  1994 

Service/ A^ncy  with  General  Fund  Appropriation 

1993  Session 
Appropriation 

Revised  Coat      Session  Over 
Cost  Estimate  (Under)  Revision 

Revised  Estimated  Cost 
Gen.  Fund      Other  Funds 

Allocation  of  Approp. 

Post  Special  Session 

C5en.  Fund      Other  Funds 

General  Fund 
Coat  Over    - 
Under)  Approp. 

SRS  Bucl^t«d  for  G«Qerml  Fluid  Match 

Primary  Care' 

Skilled  Nurning  ■  Non  DCHS' 

Waiver  Service* 

Sub-Total  for  SRS 

$192,241,828 

84.607.280 

5.232.665 

$282,081,773 

$166,386,345 

85,871,821 

5.147.189 

$257,405,356 

$25,855,483 

(1,264,541) 

85,476 

($24,676,418) 

$41,448,327 
8,819,304 
1.491.655 

$51,759,286 

$124,938,018 

77.052,517 

3.655.534 

$205,646,069 

$46,007,627 
8.452,839 
1,516,426 

$55,976,892 

$141,521,804 
76,154.441 

3,716,222 
$221,392,484 

($4,559,300) 
366.465 
(24.771) 

($4,217,606) 

General  Fund  Mateh  Budgeted  in  Other  Agenciea 

Department  of  Family  Services 

Reaidential  Psychiatric  Services  and  Therapeutic        $7,343,836 
Group  Homes" 

Case  Manazament  -  Developmentallv  Disabled               2.092.842 
Sub-Total  for  DFS                                                                $9,436,678 

$14,443,513 

1.958.069 
$16,401,582 

($7,099,676) 

134.773 
$6,964,904 

$4,185,730 

567,448 
$4,753,178 

$10,257,783 

1.390.321 
$11,648,104 

$1,895,083 

499.862 
$2,394,945 

$5,215,593 

509,358 
$5,724,991 

$2,290,647 

67,566 
$2,358,233 

Department  of  Corrections  and  Human  Services 

SkiUed  Nursing  -  DCHS 

Caaa  Management  -  Mentally  111 
Sub-Total  for  DCHS 

$16,785,413 

2.186.500 

$18,971,912 

$17,048,037 

3445369 

$20,493,406 

($262,624) 
(1.25S.aifil 
$1,521,494 

$4,940,521 

998.468 

$5,938,989 

$12,107,516 

2.446.901 

$14,554,418 

$4,864,412 

621.406 

$5,485,818 

$11,921,000 

1.522.852 

$13,443,852 

$76,109 

377.062 

$453,171 

Office  of  Pubbc  Inatruction 

Special  Education  Costa  in  Psych.  Facilities  or 
Provided  by  DFS"' 

Special  Educauon  Costa  in  Schools 
SubTotal  for  OPI 

$2,341,115 

1133  385 
$3,474,500 

$1,865,493 

455,497 
$2,320,980 

$475,621 

677.8S9 
($1,153,520) 

$540,620 

132.000 
$672,620 

$1,324,873 

323,497 
$1,648,360 

$678,458 

328.458 
$1,006,916 

$1,662,667 

804.937 
$2,467,604 

($137,838) 

(196.4591 
($334,296) 

NOTES: 

SRS  anticipates  that  it  will  have  a  $4.2  million  general  fund  surplus  in  its  fiscal 
1994  appropriations  for  medicaid  services.  Skilled  nursing  care,  managed  by  private 
providers,  is  estimated  to  exceed  the  general  fund  appropriation  by  about  $366,000, 
but  lower  expenditures  in  waiver  and  primary  care  services  more  than  offset  the 
overrun. 

SRS  will  continue  to  review  cost  estimates  to  determine  if  and  when  to  implement 
service  reductions.  Although  SRS  will  not  implement  cut-backs  in  fiscal  1994, 
service  reductions  may  be  necessary  in  fiscal  1995.  The  executive  requested  that 
SRS  be  exempted  from  the  rule-making  process  during  the  special  session,  but  since 
the  legislature  did  not  approve  the  exemption,  SRS  must  follow  the  Montana 
Administrative  Procedures  Act  to  change  medicaid  program  rules  and  implement 
service    reductions. 


If  appropriations  are  insufficient  to  fund  all  services  for  all  eligible  recipients, 
sections  53-6-101(10)  and  53-6-113(7),  MCA  authorize  SRS  to:  1)  set  priorities 
to  limit  the  amount,  scope,  and  duration  of  medicaid  services  offered  under  the 
medicaid  program;  and  2)  adopt  rules  Umiting  medicaid  eligibility  based  on  criteria 
more  restrictive  than  eligibility  criteria  set  out  in  section  53-6-131,  MCA. 
Legislative  Council  legal  staff  believe  that  SRS  does  not  have  statutory  authority 
to  reduce  medicaid  services  if  the  appropriation  is  sufficient  to  fund  services. 
Since  statute  overrides  actions  implemented  through  the  appropriations  act,  SRS 
cannot  authorize  medicaid  cuts  unless  appropriations  are  insufficient.  In  addition, 
SRS   staff  do   not  wish  to  implement  medical   service  reductions   for  aged,  blind,   and 


disabled   low-income   adults  living   in  the  community   if  funding   is   adequate  to  cover 
the   services. 


REASONS   FOR   LOWER   GROWTH 

SRS  staff  note  several  reasons  that  medicaid  costs  are  lower  than  anticipated  during 
the  November  special  session.  Two  additional  months  of  payment  data  have 
become  available  since  the  special  session  adjourned  and  SRS  is  using  a  new  cost 
projection  model.  The  cost  estimation  model  relied  on  by  SRS  during  the  special 
session  calculated  medicaid  costs  at  the  level  near  the  appropriation  in  House  Bill 
2  based  on  November  paid  claims  data,  which  represented  about  20  percent  of 
claims  expected  for  the  entire  fiscal  year.  Although  SRS  did  perform  an  analysis 
that  indicated  a  downward  trend  in  medicaid  costs,  the  paid  claims  data  for  fiscal 
1994  were  too  incomplete  to  be  rehable.  Since  that  time,  the  cost  estimation 
model  has  been  replaced  by  a  new  one  which  projects  a  downturn  in  medicaid 
costs  based  on  payment  data  through  January,  which  represents  about  34  percent 
of  claims   expected    for   the   entire    fiscal   year. 

Medical  inflation  nationwide  is  lower  than  expected  during  the  1993  session.  The 
Montana  state  employee  group  health  plan  is  also  projecting  a  slower  rate  of  cost 
increase  than  expected  during  the  1993  session.  The  July  1993  Health  Care  Price 
Index  estimates  that  health  care  costs  in  the  western  U.S.  have  risen  6.4  percent 
since  July  1992,  but  only  0.4  percent  since  July  1993,  signaling  a  slowdown  in 
medical  inflation.  While  inflation  in  drugs,  medical  equipment  and  supplies 
accelerate  over  the  last  two  months,  costs  in  other  sectors  of  the  health  care 
industry    decelerated. 

One  of  the  most  expensive  health  services,  inpatient  hospital  costs,  is  declining. 
Inpatient  hospital  medicaid  costs  paid  during  the  first  seven  months  of  fiscal  1994 
were  $15.5  million  compared  to  $18.8  million  for  the  same  time  period  in  fiscal 
1993,  a  17  percent  decline.  SRS  staff  note  three  reasons  for  the  decline:  1) 
technological  advances;  2)  update  of  the  DRG  (diagnostic  related  grouping) 
reimbursement  system;  and  3)  reductions  in  admissions  to  out-of-state  hospitals. 
Advances  in  medical  technology  make  it  possible  to  perform  surgical  procedures  in 
outpatient  settings  that  previously  were  only  performed  on  an  inpatient  basis.  While 
inpatient  hospital  costs  have  declined,  outpatient  hospital  costs  rose  from  $7.1  to 
$7.9    million    over   the    same    time   period. 

SRS  believes  that  implementation  of  updated  the  DRG  system  is  also  contributing 
to  lower  inpatient  hospital  costs.  Examples  of  DRGs  are  appendectomies,  removal 
of  gall  stones,  and  delivery  of  a  baby.  Under  the  DRG  system,  a  hospital  is  paid 
a  set  amount  by  DRG,  such  as  an  appendectomy,  unless  the  hospitalization  exceeds 
specified  circumstances  such  as  cost  or  length  of  stay.  SRS  was  first  funded  for 
the  DRG  system  in  the  late  1980's,  but  funding  for  system  updates  was  not 
provided    until    recently.       Consequendy,    the    original    DRG    system    became    outdated 


and  the  payment  schedules  became  somewhat  ineffective  in  controUing  costs,  partly 
because  the  thresholds  for  determining  which  cases  fell  outside  DRG  reimbursement 
became  outdated.  Reimbursements  for  cases  outside  the  DRG  schedule  were  based 
on  a  percentage  of  billed  charges  rather  than  the  DRG  payment  which  is  generally 
less   than   the   percentage   rate. 

Payments  to  out-of-state  hospitals  have  declined  compared  to  the  previous  year. 
SRS  states  that  payments  to  out-of-state  hospitals  through  January  in  fiscal  1993 
were  $5.6  million  compared  to  $3.7  million  for  the  same  time  period  in  fiscal 
1994.  SRS  believes  that  more  services  are  provided  by  in-state  hospitals  than  out- 
of-state  hospitals,  especially  in  the  area  of  neonatal  services,  and  that  those  services 
cost  less  than  services  provided  by  out-of-state  hospitals.  SRS  implemented  policies 
to  require  prior  authorization  of  out-of-state  non-emergency  hospital  admissions  and 
to   authorize   only   those   services   not   available   in-state. 

SRS  believes  that  the  managed  care  programs  are  contributing  to  slower  cost  growth 
through  lower  emergency  room  use  and  fewer  visits  to  specialists.  SRS  analyzing 
and  not  able  to  provide  data  at  this  time  to  support  conclusions  regarding  doctor 
visits,  but  Table  3  shows  a  comparison  of  emergency  room  visits  between  the 
regular  and  managed  care  medicaid  population.  The  total  number  of  eligible 
medicaid  recipients  in  each  group  is  not  available  for  the  fiscal  1992/1993  period, 
so  it  is  not  possible  to  determine  the  percent  of  eligibles  in  each  group  using 
emergency  room  services.  However,  the  number  of  medicaid  recipients  admitted  to 
the  emergency  room,  the  number  of  emergency  room  visits,  and  the  total  spent  on 
emergency  room  visits,  declined  in  the  managed  care  population,  but  rose  in  the 
regular  medicaid  population.  The  number  of  visits  per  recipient  declined  across 
both   populations,   while   the   cost   per  visit   and  cost  per  recipient   increases. 


TABLE  3 

Emergency  Room  Visits  and  Costs  for  Medicaid  Regular  and  Managed  Care  Population 
Services  Provided  April  1  through  September  31 

Item 

Managed  Care  Population 
FY92/93           FY93/94     %  Change 

Regu] 
FY92/93 

ar  Population 
FY93/94     %  Change 

Number  of  Recipients 
Admitted  to  Emergency  Room 

9,987 

9,041 

(9.47) 

5,934 

6,650 

12.07 

Number  of  Visits 

15,644 

13,618 

(12.95) 

9,690 

10,677 

10.19 

Visits  per  Recipient 

1.57 

1.51 

(3.84) 

1.63 

1.61 

(1.68) 

Cost  of  Visits 

$1,411,991 

$1,283,011 

(9.13) 

$1,017,741 

$1,187,956 

16.72 

Cost  per  Visit 

$90.26 

$94.21 

4.38 

$105.03 

$111.26 

5.93 

Cost  per  Recipient 

$141.38 

$141.91 

0.37 

$171.51 

$178.64 

4.16 

Data  provided  by  SRS. 


MEDICAID   COSTS    IN   OTHER   AGENCIES 

DCHS  will  not  spend  additional  general  fund.  Revised  projections  show  that  more 
general  fund  costs  will  be  eligible  for  federal  reimbursement  in  state  institutions  and 
mental  health  centers  will  be  able  to  provide  more  services  for  the  same  general 
fund  cost  than  originally  expected  (see  Table  2).  Since  state  institutions  are 
budgeted  100  percent  from  the  general  fund,  medicaid  reimbursement  offsets  general 
fund  costs  and  is  deposited  as  revenue  to  the  general  fund.  So  the  state  will 
receive  $186,516  more  general  fund  revenue  than  anticipated  during  the  1993 
session.  The  general  fund  medicaid  match  for  targeted  case  management  for  the 
mentally  ill  is  paid  from  the  DCHS  contract  of  about  $5.9  million  general  fund 
for  all  services  provided  by  community  mental  health  centers.  Since  more 
community  mental  health  center  costs  are  eligible  for  medicaid  reimbursement,  the 
general  fund  contracts  generate  more  revenue  for  the  centers  than  estimated  during 
the  regular  session.  Since  the  centers  receive  more  revenue,  more  services  can  be 
provided   for   the   same   state   general   fund  cost. 

DFS  is  projecting  preliminary  higher  general  fund  costs  than  budgeted  for  youth 
residential  psychiatric  care  and  other  foster  care  services.*  The  administration  does 
not  plan  to  process  a  supplemental  appropriation  to  move  general  fund  from  fiscal 
1995  to  1994  to  cover  the  shortfall  in  fiscal  1994.  Instead  the  Governor  has 
approved  a  joint  proposal  by  SRS,  DFS,  and  the  Office  of  Budget  and  Program 
Planning,  whereby  general  fund  in  the  SRS  primary  care  medicaid  appropriation 
would  be  used  to  cover  the  general  fund  shortfall  in  DFS  and  that  DFS  would 
request  a  supplemental  appropriation  from  the  1995  Legislature  and  that  SRS  would 
request  that  its  general  fund  appropriation  be  reduced.  Currently,  SRS  pays 
medicaid  costs  and  then  bills  DFS  for  the  DFS  share  of  medicaid  youth  residential 
psychiatric  costs.  Under  the  executive  proposal,  SRS  will  discontinue  billing  DFS 
when  the  DFS  general  fund  is  expended  and  SRS  will  fund  the  remaining  youth 
residential  psychiatric  costs  from  SRS  funds.  This  proposal  and  the  DFS  shortfall 
are   discussed   in   greater  detail   in   a  separate   report. 

Estimated  fiscal  1994  medicaid  expenditures  reimbursed  by  OPI  will  be  less  than 
anticipated  by  the  1993  regular  session.^  OPI  funds  three  types  of  education  costs 
for  medicaid-eligible  children  from  its  general  fund  appropriations  for  special 
education:  1)  educational  costs  in  residential  psychiatric  facilities;  2)  education  costs 
for  children  with  disabilities;  and  3)  assistance  provided  by  public  schools  for  such 
services  as  physical,  speech  and  occupational  therapy.  Language  in  House  Bill  2 
limits    OPI   medicaid    general    fund   match   to:       1)    $700,000   over   the   biennium   for 


'The  DFS  estimate  for  residential  psycliiatric  care  is  iiigher  than  shown  in  Table  2  because 
DFS  allocated  appropriations  among  foster  care  benefits  differently  than  the  legislature  appropriated 
funds. 

'Funds  not  used  for  medicaid  match  are  distributed  to  schools  for  other  special  education 
costs. 


in-state  inpatient  residential  psychiatric  treatment  of  children;  2)  $328,458  annually 
for  education  costs  incurred  by  DFS  for  children  with  disabilities;  and  3)  $328,458 
annually  for  medicaid-eligible  services  provided  by  public  schools.  OPI  has  agreed 
to  provide  $700,000  for  education  costs  in  in-state  residential  psychiatric  facilities 
and  $168,000  for  education  costs  in  out-of-state  residential  psychiatric  facilities  to 
DFS  over  the  1995  biennium.  SRS  estimates  that  OPI  will  spend  $132,000  general 
fund  for  medicaid-eligible  costs  incurred  by  local  school  districts  in  fiscal  1994, 
$196,458  less  than  the  ceiling  amounts  established  in  House  Bill  2  language. 
Fewer   schools   are   becoming   medicaid   providers   than   originally   estimated. 


COMPLIANCE   WITH   HOUSE   BILL   2   LANGUAGE 

The    special    session    added    the    following    language    to   House    Bill    2: 

"It  is  the  intent  of  the  legislature  that  in  fiscal  1994  and  fiscal  1995,  any  unexpended  general 
fund  money,  up  to  $1  million  per  year,  in  items  6  and  6a  be  used  for  assisted  living,  home- 
based   care,   or   waivers." 

If  excess  general  fund  in  the  SRS  budget  is  used  to  pay  residential  youth 
psychiatric   care   costs   in   DFS,   SRS   will   not  be   able   to  comply   with   this   language. 

Despite  the  executive  proposal  for  SRS  to  cover  medicaid  shortfalls  in  DFS,  SRS 
staff  say  that  it  is  not  possible  to  implement  new  assisted  living  services,  home- 
based  care,  or  waivers  during  the  time  remaining  in  fiscal  1994  even  though  there 
is  more  than  $1  million  general  fund  projected  to  be  available.  SRS  staff  are  also 
hesitant  to  initiate  services  in  fiscal  1994  without  being  assured  that  fiscal  1995 
appropriations  would  be  sufficient  for  continued  support  of  those  services.  SRS 
staff  are  not  able  to  identify  short-term,  one-time  services  that  could  be  funded 
during    1994   to   comply   with   the   language   in   House   Bill   2. 


SUMMARY 

SRS  medicaid  costs  will  be  lower  than  appropriations  following  the  November 
special  session  of  the  legislature.  SRS  will  not  implement  service  reductions  in 
fiscal  1994  approved  by  the  special  session  and  does  not  have  the  statutory 
authority  to  reduce  services  or  hmit  eligibility  unless  appropriations  will  be 
insufficient  to  cover  services.  Medicaid  service  cutbacks  may  be  necessary  in  fiscal 
1995,  however.  SRS  will  not  use  the  excess  general  fund  in  medicaid 
appropriations  to  develop  assisted  living,  assisted  living,  home-based  care,  or  waivers 
in    compliance    with    language    in    House   Bill    2. 

Federal  funds  will  offset  a  greater  portion  of  general  fund  costs  for  state 
institutions     and    case     management    services     for    the     mentally     ill     than     originally 


projected.  However,  federal  funds  will  offset  less  state  funded  special  education 
costs   than   originally   anticipated. 

DFS  will  incur  general  fund  costs  in  excess  of  its  appropriation  for  medicaid  and 
foster  care  services.  The  administration  has  proposed  to  use  general  fund  medicaid 
appropriations  in  SRS  to  fund  the  shortfall  in  residential  youth  psychiatric  care  in 
DFS    in   fiscal    1994. 
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